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Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222, stop Code 1170
Washington, D.C. 20554

RE: Ex Parte correspondence concerning
Applicability of Desiqnated Entity
Rules to LLCs in PP Docket No. 93-253

Dear Mr. Caton:
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Due to a copying error, a line was missing from page
two of the letter we filed on April 7, 1995, regarding the above­
referenced matter. Please accept the attached, corrected copy of
that letter for filing in lieu of the copy filed on April 7.

Thank you.

SinCerelY'~_~

C~ ~~rytan .

cc: Kathleen Ham
Rosalind K. Allen
Peter Tenhula
Jay Markley
Lisa Warner
Andrew Sinwell
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WASHINGTON,D C. 20037-1420
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TELEPHONE all (4471' a3~66
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LYNN R. CHARYTAN

DIRECT LINE (2021

663-6455

TELEPHONE 12021 663-6000

F"ACSIMILE 12021 663 6454

April 7, 1995

RUE DE LA LOI 15 WETSTRAAT
B-I040 BRUSSELS

TELEPHONE all 1322) 23h0903
FACSIMILE all (322) 230-4322

FRIEDRICHSTRA$SE 95
BRIEFKASTEN 29

D-'OlJ7 BERLIN
TELEPHONE 011 14930) 2643-360 I

FACSIMILE 011 (4930) 2643-3630

VIA MESSENGER

Ms. Kathleen Ham
Commercial Radio Division
Wireless Telecommunications Bureau
Federal Communications commission
2025 M street, N.W. -- Room 5202
Washington, D.C. 20554

RE: Ex Parte correspondence concerning
Applicability of Designated Entity
Rules to LLCs in PP Docket No. 93-253

Dear Ms. Ham:

This letter responds to questions raised in our March
3, 1995 meeting to discuss our previous filings of record with
the staff of the Wireless Bureau, the Office of Plans and Policy,
and the Office of General Counsel, regarding creation of a
limited liability company ("LLC") as a woman/minority controlled
designated entity for the purpose of holding PCS entrepreneur
block licenses. The designated entity that we have proposed
would be organized as an LLC under the laws of the state of
Maryland. The LLC's control group would hold at least 50.1% of
the voting interest and 25% of the equity in the entity. In
addition, except for one non-minority male, the control group
would be composed entirely of qualifying individuals or entities,
and these qualifying individuals or entities would hold more than
50.1% of the control group's voting interest. While this
structure would be permissible under the rules for a corporate
designated entity, it would disqualify a partnership for
designated entity status. See~, Erratum, PP Docket No. 93­
253 ~ 2 (Jan. 10, 1995).

Under Maryland law, in both general and limited
partnerships, a general partner has at least apparent authority
to act for and bind the partnership unless the general partner in
fact lacks such authority and the party with whom that partner is
dealing is aware that the partner lacks such authority. See Md.
Corps & Ass'ns Code Ann. §§ 9-301(a), 10-403(a) (1993). Because
a limitation in the partnership agreement does not necessarily
provide a third party with knOWledge that a general partner lacks
requisite authority, any general partner could theoretically bind
the partnership.



However, in Maryland, the doctrine of apparent
authority does not extend by statute to membersY of an LLC if a
limitation of such authority is included in the LLC's articles of
organization. section 4A-401(a) (3) of the corporations and
Associations Article of the Annotated Code of Maryland permits
the parties forming an LLC to include in the articles of
organization (which would be filed with the Maryland State
Department of Assessments and Taxation at the time of the LLC's
creation) a provision removing the authority of a member to act
for the LLC solely by virtue of membership. Under Maryland law,
therefore, a limitation in the articles of organization ensures
that:

(i) No member of the limited liability company is an
agent of the limited liability company solely by virtue
of being a member, and no member has authority to act
for the limited liability company solely by virtue of
being a member; and

(ii) Each person dealing with a member is presumed to
have knowledge that the member has no authority to act
for the limited liability company solely by virtue of
being a member. Md. Corps & Ass'ns Code Ann. § 4A­
401(a)(3).

Thus, under Maryland law, a limitation in the LLC's articles of
organization, filed with the state, provides constructive
knowledge to third parties and removes the requirement for actual
knowledge that a member's authority is limited. Moreover, once a
limitation on members' authority is included in the articles of
organization, it cannot be amended without the unanimous consent
of all members. Md. Corps. & Ass'ns Code Ann. § 4A-204(c).
copies of the applicable statutory provisions are attached
hereto.

Accordingly, with the § 4A-401(a) (3) limitation in the
articles of organization, a member of an LLC would have no
greater authority to bind the LLC than a shareholder would have
to bind a corporation. This critical distinction between
partnerships and LLCs suggests that the corporate model control
group requirements should be applied to LLCs governed under state
laws such as Maryland's, at least with regard to the type of
centrally-managed LLC that we described in our previous letter on
this matter. As we have noted, in this case the LLC would be
centrally governed by managers or directors whose duties and
responsibilities would be similar to those of a corporation's
board of directors. Day-to-day operational and management
responsibility would be vested in this managing board. In
addition, as with a corporation, the managing board would have

Y Members are those individuals or entities holding an
ownership interest in the LLC.
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authority to appoint a CEO, President, and other officers with
functions similar to those of corporate officers.

Because there are significant tax advantages to the LLC
structure for financial investors in the LLC (and to the LLC
itself), the ability to organize and preserve limited liability
in this fashion would promote the ability of such a designated
entity to raise financing, a primary goal of the Commission's
designated entity rules.

For these reasons, we request confirmation that a
Maryland LLC organized as described above will be governed by the
rules applicable to a corporation seeking to qualify as a
designated entity. Two copies of this letter have been provided
for filing in the above-referenced docket.

cc: Rosalind K. Allen
Jay Markley
Lisa Warner
Peter Tenhula
Andrew Sinwell

3
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ANNOTATED CODIt Oil' MAIl\'LhND

TEL:410-381-6430

§ 4A·204. Artlcle~ of organization.

(a) Contcnt3. - Th~ articles 01 organization ilhalJ :sel. (urth:
(1) The Mme of the Iimitc:J liOlbllitv compRny;
(2) Tho latest datp. (In which the limited liability compaT'ly is to disoolve;
(3) The purpo:l~ for which thp. limitod liability cOlllpll.ny is formoli;
(4) 'l'hp. -"ddross of ite prim;ipal office m thiA State and the name and

Qddress v[ its resident 118'I.'nt; Qnd
(5) Any othelO pl'uvislon. not incon..istent with law, which the membp.TS

elect to set ont. in the a.rticles, ilJduding. but not limiud to, 11 statemQut that
the authllrity of memb(\r~ to act for lhe limitt!d liability company solely by
virllll.' of their beillg members is limitl.'d.

(5) Acquil'~ by purchase or in a.ny other manner, ll1ke, receive. own. hold,
ImprnVp., a.nd othcrwiso dCl11 wit.h any interc~t, in real or pCf30nal pruperty.
whelt!Vtlr located:

(6) IG3ue note:!, bonds. and othpr nbligo.tionc and securt! liny of them by
mortgage or dQed of trust or sel;urity interest of Any or all of its llS$Uts;

(7) Purchase. take. rP.('l"ivQ, \;ubec:ribc for 01' otlll~rw1se acquire. own. hold,
votA, use, 9rnp)oy, sell, Ulllrtga~e. loan. r'Mge, or otherwise di~ptlse of and
vlherwise use ann dQal in and with stol.:k. ur other intero!lt!il in and obligatiollll
of other COl'Vuclitions. associntiol'lS, gon9ral or limiteJ partnerships. limited
lIability ('ompanicG. foroigtJ limited liabIlIty r.ompaniGs, bUGiness trulIWi, and
iudi v iduals;

(8) Invest ib :;urp)us funds. J~nrl money in any mallUllr which may he
appropnatp to enable it to carl')' Ull the operatlOn~ OJ' fulfill the purpose:! set
forth tIl its articles of nrgani:.tlltion, and take lIUU hold real prnf\erty and
pPT<zonal property as !lucurity for the paym",nt of fundG 90 loan"u ur Jnvestod:

(9) Elect nr llppomt agents and define their dutles And fix their compen·
nbon;

(10) Sell, con'y'cy, mortgliga, plodge. le3~p.. ",xchango, transfel', l1nd other­
Wiflll dispose of all (11" any part of it3 pnJptlrty and asset!;;

(11) Be a prulOoter. stockh()lripJ', partner, member, lI.:lsuc:iate. or agnnt. of
any corporlltion, psrtncrehip, liJlliwd 11ability c()mt'l~ny. foreign limited liabil·
ity comlJliny, joint ventnrQ. trust, or other eJl~rprlse:

(12) Indemnify auu hold harmles~ Any member, Qgent, or ~mployee from
lind af!amst any and all clilinu and J~mal1ds. except in the caso of action VI"

f3ilure to ad by the membpr. agent, or employee which constltutP.!l willful
mlsconnllct or rceldes:me!l;:i, I1nd subject tn thl!l standardG and re:llrict1ons. if
1\11)'. s~t forth In th", artlclec of org,mil.l:lLion or operating Qgreement;

(13) Make all\.I alter operating agTeumentD, not in.:outlistent With it!: Rrti.
des ot Mg'Rnization or with thu ll1WS of the Stab'!. for the ad.mini~tr8liun and
reguJallUll of the aHair!il of the limited liability company;

(14) Cca3e it15 activities and di'l,qolvl.'; and
(15) Vo IWf>ry other act not incuu~istentwith law which is appropriate Lo

promote 81lt.lattaln the purpn~t's get forth in its al·tid~so[organi%llt.ion. (1992,
eh, !'i.qh ':

co.



LSBULP.R. CO.S -
-EL:410-381-6430

CUKt'UK.A'I'IUNS AND ASSOCIATJONS

Mar 13,95

§ 4A·206

16:45 No.G04 P.08._---

(b) l!;"clusJons. - It is not necessary to RP.t. onr. in thl" articles of organiza­
tion lI.uy of the powers ~nulllen:l~J ill lhis title.

(0) Amendmellt9. - An amend.ment to tho o.rlicloo of orgAnization shall be;
(1J In wrtt1nlr:
(2) Approved by unanimoWl c;onsent of the m~l1lUt:lrtl;

(3) F,yp.r.ntP.t'i \In~".r thl!l provisiona of ~ 4A·206 of this subtitlo; and
(4) Filed for record with the Department. (1992. ch. ::>30.)

§ 4A.205. Certificate of correction.
(a) Gt!ufml.l rultl. - If any document rlled with the Department undor this

titlo eontains any typoSTaphic111 crror, error of transcription, or other techui·
~ai error or has bean defectively executorl. t.hp nMlImElnt may be corrected by
lh~ filing of a certificate of cvn\:~liuu.

(b) Required ~ontents of c9rtHicst8. - A ccrtificate of correction shall set
forth:

(1) The title of the document being CV!T"I,;I.l:lU;

(?,) 'rhP. "AmI'! t:lf l'l\ch party to the document being corrected;
(3) The date that the document being corrected was tUed: and
('0 Tho provision in thc document as previol.lllly filed and DJI ~"rrtlcLt=u

and. If executIon of the doeumfmt. WliR np(l'\('tivl1, the manner in which it was
uefective.

(c) Limitation OfUS9. - A certificato of correction may not make any other
change or amendment that would not have enmplip.n in IIIl tl'll;p€'Cts with the
requirement! of this article at the lillll:l lh~ ducument being correct.ed was
filed.

Cd> Execueton of certtncats. - A certificate of correction I'nAJI hp. PYA~\,t.('ld

in thc £lame manner in which the document being C01H;cL"u Wlitl r~tluired to be
executed.

(0) C]UJI!II~ iI! uucullltlnL'li effactive dace; rJehts and liabilities not atl'ected.
- A certificate of correction may not:

(1) Change the effective date of thp. nor.lIm"nt being corrected; or
(2) Affect any right or liabilily l:lccrutld or incurred before its filing, ex·

Cl!lpt that any right or liability incurred by rOl1oon of the crror or defect being
corrected shall be extinJnlished by the fIling If the perl;on hAving ttll;' right has
not dotrimentally relied on the original doculIllmL. (1992, ch. ~36.)

§ 4A·206. Execution of RTticles And certificates.
(a) Signatories. - Articles and certificatcQ required. by thia title to be filed

with the DeJ)artment shall be executed in the following mllnnpr'

(1) ArticloG of organization 3h&11 be executed by any iuuiviuulil ltutho­
rized to do so by the per801Ul torm;"~ t,nP limited liability company; and

(2) Articlc& of amendmen1., lirLid~:t uf merger, certiflcatos of correction,
Art.idl;" t:lf dissolution, article. of continuation, and articles of cancellation
~hlill U~ ~xecuted by an authorized person.

(b) Power ofsitorney. (1) An authorized penon may sign ally ilrLid~li ur
certificates by an attorney in tact.

191
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§ 4A-401

16~45 No.004 P.09Mar 13.95

CORPORATION" "ND ASSOCIATIONS

TEL~410-3g1-6430

§ 4A-302. Parties to actions.
A m~mber of a limited hability rnmpany is not a proper party to A procl:l:ll.l­

ing by or QgQinst a limited liauility company. solely by l'p.A~on of being a
member ot thA Ijmit~ liilbility compQny, except:

(I) Wll\:n:: Lhl: obJect of the proceeding i!; t~ enforcQ a membcr'a right
against or liability to the limited jiilUHit.y companY: or

(2) As provIded in Suhtitle 8 of this title. (lO02. ch. 530.)

19~

§ 4A·401. Member as 8teeui uf company.

fa) in gPlIP.rllJ - (I) Except QG provided in pi1ru~rliph (3) ofthis subsection
ur iu th6 operating ain'eemcnt, p.Ach member is 3n Qgent of the iimil.tl«l lilibH­
ity company for the lJurpo,;e of Its bUSiness.

(2) F,1Ccept.s proVldcd in paragraph (3) uf this subsection, the act of P.Ach
member, including the p.yp.rution in thQ name ofthe limited lial"ility company
of any inlltrumeul. fur apparently carrymg on in nll.' usual way the bu:ainesB of
t.hp. limited liability company of whidl ~ho person is a membP.r. hinds the
limited liability cnmpl'\ny. unlQss: '

(i) Th~ member so actmg ha~ in fRet. no authority to Qet for tho limit-oJ
liability company in the pal"li~ullir matter: and

I iiI 'J'hl'! flf!lrson with whom tho member ill tl"liling has actual knowledgA
of tlu: [lict that the member hSlj1 no such authority.

(3) If the articles of urganlzatlon contam a stAtP.m",nt that the authority
of memhf'~g to act for the limited linbilit)' wmpany solely by VIrtue of their
being members is limitP.rl:

(i) No member uf the limited liability cnmp"'ny is an agQnt of the lim­
ited liRnility cumpany eokly by virtue o[L~inga member. and no mp.mher hag
aUlhority to act for thp. lim;tl'd liability company Bolely by ... irLu~ of be1n£ a
member; and

Gi} Each poroon dealing with ll. Ult:mber is presumed to hAVP. knowledge
tlutt the member hRIl no authority t" Qct for tho limittu lilibility company
solely by virlu~ of belmr a member.

(h) 4.g~ncy established thz"Ough proof or estoppel. - Notwit.hlltanding a
pruvision In the Ilrtil'1t>5 of organization or operating Ubr~~ment that the 8U-

SubtItle 4 Rp./Ationshjp of Members to Each OU'tlL

§ 4A-303. Limited liability cumpany property.
(a) Acquisition. - !tARI SInd personal property o",,-ned or pU1"\;lltL~~d by a

limited liability COI1lPI:IUJ may be acquired in the nAmp. of the limited lia.bilit),
I'l'lmpAny.

OJ) Bindinll effect ofdocum~ntRtiM.- An inatrumcnt or document Cvr lh~

Gequisition, mortgage, or di:lJJu:lition ot' property of the Iimit.p.d liability com­
pany shall be vlllirl And binding upon the limited liabilily ~umpany if executed
by 1 or !1lvrtl authorized persons. (1992. rh 536.)
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§ 4A-402

thority (If a mllmbCl' to act for the Umited lIability eompany Clolely by virtue of
beilll( Ii member i!'l limited, a poroon delllill!!; with a member mAy establiGh:

(1) That the lllt~mber is an agp.nt of the limited liauility company: O~

\2) Thllt the limited liability I.:umpany 8hould hA ('stopped from denyiug
that the member was it,S; :tg"nt.

(I') Nonbinding actIJ. - Unless the act nf a member is au.thorized by the
limited liability company, the Gct of a lUember that IS not apparently for the
carrying 011 vf the business ofthp limited liability compHny in the uSUl~1 way
does not bind the limited liCLlJility company.

(1.1) Acts requIring ",uulimous consent OJ MlnIndollmellt of hlJ~iness. - Un­
len thc memben unan1mously conll~nt or unle33 all ot.her memben hav",
abandonAti the busincolJ, no mellluer has authorit.y to:

(1) AtllIign the J)roJ)ert.y ofthelirnited liabilay company in tnJ.qt. for credi
t.nrl; or on the D.83ignc"'ll promise to pny the debtl: of the limited liability
wmpanv:

(2) DisplJ~ of the goodwill of the buainess;
(~\ Do any othor act which would m8lcp it impo81lible to carey on the

ol'Jiuary business of the limited liability c.:ompany;
(1) Confess 11 jud£ment; or
!51 ~llbmit II limited liabiliLy compan:.' claim t'Jr liability to arbitl'l1Lion or

referel(<.:e. \1992. ch..'.'lh )

~ 4A .402. Operating a~reement.

(a) In ~eneral. - ~xeopt for the rcquirtlment set forth in ~ 4A-104 of this
subtitlo thAt ccrLain consents hp. in writing, membel'8 ma.y enter mto an oper­
atmg AEr'(I~mllnt to regulate vr establish any Mpect of the affairs uC the lim­
ited liabllitv compAny or the reJntions uf its members, including pro,-isions
establiahing;

(11 'fhe manner in which I.he business ann affairs of the limit"u liability
company shall be mlulaged, controlled, ami operated. whir.h may include the
granting of e~dullivtl authoTlty t.n manage, control, anu operate the limited
l1ability rnrnpany to porsons whu are not rnemMrs;

(2) The manner in whieh the members .... ill share tho as."PotJl and aarninga
of the limited liAbi1i~y company;

(31 Thp. righta ofthc members w assign all or II portion oitheir in1."ctlsts
in tho lilliiLtld liability r.nmpanYi

(4) The circumstal'lcl:!tI in which any 11l;signaQ of 0. momber't1 interest may
l.t~ admittod a!l II member of the limited Iiabllity r.ompany;

(5) (i) Till:! right to haw~ lind a procedure for having a mombAr'A intsrest
m thp limited lia.bility cvmpnny evidencpc1 by a cartificnte issutlo by the lim­
itd liabilitY compAny;

(ii) The procedure for a"'!lignment, pledge, or ~nU'lsfer of any interest
represr.nt,.rl by the certifkaLl:!; and

(iii) Anv other l'rovi.ionc dealing with the certl1icRt.E>; and
(6) The mothoJ by which the oIuarating agreement lI111.y from time to t.ime

be amendp.ri

196
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§ 4A-404. Unanimous consent of members.
Wherover thiS tItle requirel' the unanirnou!lO r.nnll:Ant ofmp.mhl!r~ t.n allow the

limited liability 'Olll}lUII)' Lu Il~L;

(1) The eonlllnt shall be in Wl"itinB'i and
(2) The operating agreement may provide that the action may be takAn

on con3ent or less than all of the mombers or that the cOllselll. of \;tlrLlIiu
memhl!nl or ('ISlll~"'\l (Or m(lmbors IS not rl!quired to take the action. (1992, ch.
536.)

~ 4A.403. Consent by members.

UUlelll:l oLherwilie pruvided in this tItle or In the operatln,:r a~reement:

(1) Members shall voto in proportion to thcir respective interests in
profits of the limIted hability company; and

(2) Decisions concerning the aifail"~ of the ]illlltuillilluiliLy CUIIlptiony llhall
l"~qllire the- eonaent of members holding at least a majority of the intero6U in
pronts of the limited liability company. l1992. ch. 536."1

§ 4A-404ConrOMTION3 "NI) AsSOCIATIONS

(bJ Initial agreement. - (1) (i) The initial operating agreement shall be
ligreeei to by call porl:onl: who ~ro thon memberfl., _ ' .

(Ii) Unless the articles ot orgamzation specltlcaHy require othP.TWIRP.,
the uptlnaLing agl·ccmcul. w;cu mJl. Le ill .... riting.

(2) If tho oporating agreemont does not provide for the method by which
the operating agreement may be amended. then all of the members must
!:l~ree to any amendment of the operating agreement.

(3) An llmp"nmAnt, ttl 14n 0pAfltting agr(l(>m~nt must b(l evidenced by a
writlnl{ signod by an authorized person it.

(i) Tho oporl1ting agreement io in writing;
(ill The amendment was adopted without the unanimo\1~ c:nnAP.nt of

meU1lx;I~, or
(iii) An interest in tho limited liability company haa been assigned to 11

per!!on who has not been admitted as Ii member,
(4) A copy of any written amendment to the operating agI'eelllen1. ~hull L~

delivl!r~ to each member who did not consent to the amendment and to each
assie-nee who has not been admitted as a member.

(c) Enforcement. - (1) A court may enforce an operating agreement by
injunctIon nr hy grAnting ~Il<,h nt.hl!r fp.lip.f whi~h t.hp. ~nlll"t in its discretion
del.erlIlju",~ w be [!:lir lind !lpproprial.e in the circumstancos.

(2) As an alternative to injunctive or othor oquit4ble relief, when the
prOVISIOns of ~ 4A·903 ofthls title are apphcable. the court may order di!':!':olll­
tion of the limited liability company. <1992, 1:11. ~36,)
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Subtitle 3. Relations of PnTtners to Persons
Dealing with the Partner3hip.

§ 9·301. Partner agent of partnership.

(a) Acts of partners bind partnership. - Every partner is an agent of the
partnership for the purpose of its business, and the act of every partner,
including the execution in the partnership name of any instrument., fllr appar­
~ntly carrying 011 in the usual way the bu~iness of the partnership of which he
is D. member binds the partnership, unll~ss the partner so acting hill:! in fnct no
authority to act for the partnership in the partIcular matter, and the pl~Tson

..... ith whom he is dca1in~has knowledge of tho fnct that he hal' no :;uch author­
it)· .

(bl Nonbinding acts. - An act of a partner which is not apparently for the
cnrrying on of the business of tho partnership in the usual way does not bind
the partnership unless authori7.cd by the other parlnurs.

agreemC'nt. it ",as hp.ld l,hAt tilt' intcl'clIl of nnp.
purtnp.r in partnership reul o~l.nt.e PA~!ed UPyfl
hi .. death under tl1l' ll!rmll of his will nnd did
nOl V('5t in th.. ~lIl"'o'IVini pal·tlll'T. Willi/lmp Y,

Duvell, 202 Md, 351, 96 A.2r! 4~4 ,1953)
Effect of /lceeSi to documentl'. -- Sime

p:nt·ners have complete acce~3 to p<lrtnl1r!lhil"
hooks but huve M IIreeu to ;l jJartnt!r'.• per­
sonal p:lpers. the tact thu~ dufl!ndHnt's plll'Lllcr~

hAd ,uch accoss ilronJ:(ly ~llglll"~t.~ th<lt thll doc­
ument.. Arp. paTtn.'!nhip book_. tJnitpd Stlltes v .
Miindel, 437 F. Supp. 258 (D. Md. 1~77), o.lTd
In Pllrt. vo.ca~d in Pllrt on other grOundll, 591
r'.2d 1347 (4th Cir, 19791.

Fact that record. eonblin ml'lny entri"s
Ihat aro purely perlolllll in uuturl! d(le~ 110t
cstobliAh that they life nOl purlnp.rship prop'
..rty. United Stllt£s v. Mandei. -137 f'. Supp.
:lS8 (D, Md. 1977), :ltrd in part. vucult!d in p:ll"l
on oth"r ll'round,. 591 F.2d 1;147, Affd. 602
P' 2d 653 (4th Cir. 19791,

Oocumentl ......re not nn attorney'" pt>r­
lonal pllpers limply bceaust! hEl hlld the
right to posseII' or deltroy them ufter they
wcre us ..d for partnership purpnl'p!I Cnited
States Y. Mnfld~l. 437 F. Supp. 258 lD. ~fd

1977). IllTd in part., v"cllted In purl on other
J;'rounds, 591 F.2d 1~47. "IT'd, Ii02 f,2d 653
(4th CIL 1979L

Day· timer forms used by an Httorney to
pr"pl\re client billinl'lI, wlmh werll pur­
chllsl'd with partnl!r!lhil' funds to!' uso in part­
nership bU~lne~., were partllcrl'hip property.
l.."nited States v. Munde!. 1:>7 F Supp. 258 \D.
Md. 19771, (lJ1'd in pliTt. vacated in IJllrt oTl
oLh"r grounds. 591 }o'.2d 1:-l17. :ltT'd. 6U2 f.2d
653 (4tb Cir. 1979).
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Bunl' v. NC'wruth, 261 Md. 321. 275 A.2d 495
1197 Il.

Rene"" dood ot trult by partn@r wal in·
,.tllid. - A dHd of trU:it l:iven by II p:lTtner La
,~'C~lro a note wall invlllid, 115 he sought to con­
\'~'V. 31\ individually owntld prnperty. that
",'hich Wll.S partnership property. Mo.diliOn Nllt'l
nlJnk v. Np.wrAI.h, 2111 Md. :321, 275 A.2d 495
,,971),

The legol Utlo ot Ind1vldull1 pHrt1'IeMl 1s
..11 empty tetlhnicillity. Madison Nllt'! Hll.uk
v. Npwrll.th. 261 Md, 3:.11, 275 A.2d 495 (] 9711.

With tho exception of purch811e for value
,vithout notice, the It!~:ll title of individuul
pllrtners is lin empty Lcehnicl1liLy. Mlldir-on
Nat'! Bank oJ. Ncwrllth, 261 Md. 321, 275 A.2d
4!:5 <1971l.

Thul. purchaser mny obtain specific per­
fOI'mMnCO ot contrllct to eonvuy. - The pur­
chl1$('r could obtain specific performance of the
contr:lC:t executed by one p:trtner Lo convey
p:,rtnp.rHhip real edtlllAl. Mlldi~on NAt'] annk Y.

N..wrllth, 261 Md. 321. 275 A.2d 495 11971l.
And the lignature ot one of Iwo pllrtnf'U

....·os I\luffieient to conyP.y title to pnrtntr>lhip
property. MRdison NIIt'l B3nk v. Nl!wruth, 261
\1d. ,121, 275 A.2d 495 (19ill.

Agreement .1 to title of property upon
diliiolutton of partnership. - Where the
pu.l'tners bought property I\Od took title n, Juint
~t:n:\nt8. but hlld IIgreed that upon the terminll­
tion of tho partnorship the propp.rty should bo
)o,,,,l.i in lpnancy In common. the court ulJh ..ld
the agrp.ement .....ith re'pect to titlo lIIT..ctivp
upon dissolution of the parlner~hip. Mlldison
Nat'l Dank v. Nl1w1"ath, 261 Md. 3:l1, 275 A.2<i
496 (1971).

Effect of Hgreement Ilt partner's death.
- Undor tho express torms of lhe paTtner~hip



(c) AUtbOliLy of partners, - TTnles5 authorized by the oi.hor partners OJ'
Unlp!l9 they have abandoned i.h~ business. one or more but le&t; t.han all the
jJliltners have no nnthority to:

(1) Assign th~ partnership propP.J't.y in truat for ereditol"~ or on the as­
signee'!'. promiac to pay the debUl uf the par'.nershlp;

(2) Dispose of the gOM will of the business;
(3) Do any other II!.:!. which would msl1t{' it impo8t;ible to calT)' un the

ordinary bu.lIlinp.l:~ of the partnership;
(4) Con[t!~'l a judgmont: or
(5) Submit a. pllrtnol'5hijJ dliim or liability to arbitration or refcrenctl.

(d) Acts in contrnVl'."tian of restriction 011 lIuLhority. - No act of SI partner
in cont!'l1vention uf II rastriction on hill Al\thority ehell bind the VlirLnership to
person!'. hAving knowledge of the rt:lItriction. (An. COMP 1957, art. 734\, § 9;
197,), ell. 311, § 2.)
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paI1:n"'nI LO the contClSllediud~Gnt!"""tion of
the instrument. nor any rutn..r .cl..Qlly .is'''.
inll sueh JI" ;n.lrurnoftt. unJe.. th. ul.llllr part­
n.rs "l1etually ol ...~hurjled· the slgnina:. Shafar
DI\Io,. v. KIte, 43 Md. APD. 601. 40':; A 2d 6'3
IHJ(~1.

D"IU""rtion of partaerslJ., documents.
- Ac on o.,;ent ~r l]lC: pllltncrehip a~IlU!within
~l,,: s<:ope or hIS authority. a law JUll't.ner "'"ul<l.
hove been enlltl""l til dHlroy p"~ne~hipuUt,;u­
m..nt.• wilh lh~ oon.tant of hi. lJlU'1;ners. 10 Lhat
lhc fC1~t tnll~ l.!Iil consent waa ltivtn. eilher u·
pr.,,,,ly or IInpliedlv, dOll.. Mt. alt"r tho fQct
that thb dor.IIPI".nt~ aro po.rlAlnhiv prupeTty.
Tllrited Stdteo v. M&I\d.!I. ~:IT r. Supp. letl (D.
Md. 1977). IttTd In parL, vacated in I'A"'. oa
nthor grounds. 591 F.2d 1.147, ,ur'd. 602 }',2d
653 (4th r.i r 1979),

Nota. o.cc",ted Loy uae panner. - A firm
i~ Ix....,,,, by notes executed by on.. "..11".1',
withoulllllo.....ing that hI' had 'zplWD Authority
from hiR r.nl'llrtftwr. when ouch 4"'Lhori~y would
ba implied from ~II'" nBtUI'll of tne businest.
COUJlIcy v, Baker. , }-jar. & J. 2~ (l~?6); Hop­
kins v. Hovd. 11 Mn. 107 (1857); Bradford v,
Harfnrtl 1:lanlt, HS Md, I, 128 A. ~99 (l92~).

ciliA" POrWr -. White, 33 Md. ti13 (1874).
A firln llIal bound by notes ,",,...''It..rt by ono

partnl'r, without ~hn,..ing thAt he hod ."pl .....
author;1 y from hie coporLncr....heu lhe portner
Aded within tho> "'''1M' ofllis aU~horit\'. Kay v.
Oll.ulllur. :l53 Md. :J:!. 251 A.2d AFi3 (1961).

Applied In Seabnam Sur. Co..... Rich.ro 1".
Klinl'l. r"e, 91 Mel. App. 2:)0. 00:1 A.2d 13~1
(19112l.
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MlIJ'Ylanc:l Law Kcview. - 1"n~ ,H.cuacion
oi the MlU'Vland thlifnnn Limitecl P.~nonltiJl

Act IIntl toh. h"l>ilily of putatl.e lJmltad part­
nen. £ec ao Md, L. R"v. ~99 U~!lUI.

I'ol·".."r Iletta. both pr1nc:ipal antf "Jeat.
- In a ca!l8 Involvine • l'nrt.ner.hip. lhe ",n­

tract of partnl'll'llhif) eon8tilutc:a .11 of iLl> memo
hr." 109 Ilsent& of e~ch o\l.er and each partner
soloD both a, A pdll~ipalllnd u the a,ent of thn
olh"'01 in regard to acts done wi tf, i n tho .ppa.
ent scope of the bu"j"...,. p\lrpOIlC ond aglee'
mcnt n{ t.h"l'llJ'ln.nhip or for il3 Lunel1t. Part·
n."hip co~. may "'ilI"r ~om pnntipal and
.tent QmllU"ter lind SlIrYllnt Telatinn.hip. boo.
caust ill the nonDIlTtne""hir c....... tho c:lc!n.nt
ef control or 1I11tl,,)ri<llltion ;0 import.lIl.. This IJ
nt'll ~ in tno GOoGe of '" fllSrln.rship boeaUIC II
" ..rinor i••1"" ... princIpal, and control and au·
u'urilliltion lire generally within his po,.,.r to
exercllIe. Kav v. Giwm"". 2S:l Md. il::l. 251 A2U
853 (19';!I.1

nan "''i.t be .\;~ull1 authorization bv
all of th.. vOleI' partner. bofore lhl' 1lE".tur~
of le16 than all of tho p.ut"",,, c.n. oo"fe.. "
judllJllent or-inat. tho partnership, Shafer Bros.
v. Kit•. 4:1 Md.....pp. GOl, .,\oe A.~ 111J \l!l19).

For ".~tual.llthorJ:l:.tlol1"there muat 1>.
,vlln: po.lltve eVldence ot r:nl'l....nl Or rnUn·
caCion. ~ha(er Brna. v Kile. 13 Md. App. 001.
406 A.2t1 f'l73 CH17gJ.

A.uthori."Unn C"lDut be implied as the
ordlnaQ wu.rae or bu.aness. Shafl''' R..,.. v.
KJte, 43 Md. APD. 601. 40'; AU 673 (1:J7D).

l:onaent of I",•• than 811 of th. pal'Ll1cl''' 10
II r:nl'lF••lJOCI. judrmont nute 118mBt a par&­
neP.alp doe. lIu~ uperate to bind the othn"

LSB&A.P.A. CO.
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§ 10·403. Powers and liabilities.

(a) In general. - Except as provided in this title or in the partnership
agreement, a goneral partner of a limited pllrtnerRhip has the rights and
power~ and is subject to the restrictions and liabilities of a partner in a part­
nership without limited partners.

(b) Restrictions on limiting of liability. - A general partner may not limit
the general pal"tner's liability in the partnership agreement to persons other
than his partners or the partnership. (1981, ch. 801, § 2; 1982, ch. 873.)

, " ,j'i
! It I,I:

16:50 No.004 P.14
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limited plU'tnenlhips formed before. on, or afWr
July I. 1988.

DeaJ..ln&:. covored by principle of utmost
good faith. - .. The principle of ulmoat good
failh covor.a not only dealin"s and transactions
occurring during lh. partn.nlhip but alao
those taking place during th. negotiations
leadihl:; to tho f"rmation of the partnership.

CORPORATIONS AND ASSOCIATIONS

TEL:410-381-6430

EdItor's note. - Section 2. ch. 550. ACllI
1988, providos that this act IIhAII apply to 1111

(v) Filing an answer or other pleading admitting or failing to contest
the material allegations of Ii petition filed against him in any proceeding of
this nature; or

(vi) Seeking, consenting to. or acquiescing in. the appointment of a
trustee, receiver. or liquidation afthe general partner or of all or any substan­
tial part of his properties;

(4) Unless otherwise provided in the partnership agreement or with the
consent of all partners, the continuation of any proceeding against him seek­
ing reorganization, arrangement, composition, readjustment, liquidation. dis­
solution, or similar relief under any statute. law, or regulation, for 120 days
after the commencement thereof or the appointment of 1:1 trusteo. receiver. or
liquidator for the general partner or all or any ~ubstantialpart of his proper­
ties without his agreement or acquiescence, which appointmont is not vacated
or stayed for 120 days or. if the appointment is stayed, for 120 days after the
expiration of the stay during which period the appointment is not vaca.ted;

(5) In the case of n general partner who is an individual, the individual's:
(i) Death: ot

(ii) Adjudication by a court of competent jurisdiction as incompetent to
manage his person or his property;

(6) In the case of a general partner who is act.ing as a general partner by
virtue of being a trustee of 11 tru!it, the termination of the trust (but not
merely the substitution of a new trustee);

(7) In the case of a general partner that is a separate partnership. the
dissolution and commencement of winding up of the separate partnership;

(8) In the caso of a genera) partner that is a corporation, tho dissolution
of the corporation or the revocation of its charter; or

(9) In the case of a general partner that is an estate, the distribution by
the fiduciary of tho estate's entire interest in the partnership. (1981, ch. 801.
~ 2; 1982, ch. 17, ~ 6; 1988, ch. 550.)

Cro•• rcCltrenco. - As ~o similar provisions
undor MAryland Uniform PII.Ttncrship Act, Bell

U 9-301 And 9-404 of thil lIrticle.
The plu''tncr"hip rt!lationllhip hi Ii fidu­

ChAry one. A relution oC tr\lst. Allen v. Stein.
berj;. 244 Md. 119. 223 A.2d 240 (1966).



Subtitlo 5. Filt1J.nce.
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('.eod..,I. -- Where the a ..(hurley gi\'un the
rnallllJ:inC p6l·tu~nt Wei promotion for thA d.­
velul"ul.'nt or land. and in thi. ""rlOrd to o_pt
tltlo to purchu.Y.ri .'~l. and "hold saUle Cor thD
bllnf!til. "f lna pllrtn..rabi\l" and "to eXfC\ItAlI all
l\ellWlOvy d.,..Js, bIlls of lillie or ony nnd ..II
oLher pllpe" tor the eOl\Vl'!ynn... of any and all
ot hid IIS1CLB in ".dllr to oiTcctuatc the Jlurpoee
nf ..id pU\ncnhip." j~ i. dIfficult to stre~h

ou..h "uthul'i~t1on in\.O an authori,.. tion for
LIII,> rnanal1Z11f IlllrlnCr8 tn "lortlJ..ge land wiLh­
out the Ilarln .....hip re.civi"lf t/.a Ilroteods of
thR ""ortga,.., or into a .. lluthoriRtlOn for th.
mllJ>ariUI'II'un.ncR to rnak.. uMee"l'lO<:lloane to
Lhl.'nlSClves. Plll'tic:ulnriv without Ildvi.ing the
IJlnitlld part"""a of th.ir iDl.ent Lu l1u 10. Allen
v ~t.inbnS', 2.... Md. 119, U3 A,~ 240 11S6fi)

cash Ilnym"nta," oc. LillcwlNlycr Y. ::>Jalle. 6.
Md. iGO, ill A_ 693 (188t:i1; :Safe DOpnli'. & TrU.l
C", v ellhl\, l02 Md. );~n. 62 A. !II!! U30C).

ANNOTAT~D CaDit. I)V M..UWLAl'ID

TEL:410-381-6430

Allen Y. Stflinhl1rl(, 2H Md. 119. 223 A.2d ~4U

(IQ&;).
Partner u. tru,t.ell and celtu! 'luo h''\lat.

- A partner 1M a lr\l.l~ to tho ("xc.nt th"L his
duties bind hi m, a C()tI\W que ~nlll~ .S rar l\1I tllo
<lnt.ie» dun reat yU hj~ eopartnorll. AII~n v
Steinbe,,,. 214 Md. 119. 223 A?rl 240 (19GS).

Power not .Pf!~ifteall)' dcl.fate..! by
aln'84mlnnt p...eumClQ wj~hb.ld. - POW!!!'

aIId a..thority uuL lIpCCifleo.lly d.elel:&tM il\ a
pan.....-.hip Il$(l'eornollt is prAlnm..d to be with.
hold. Allen v, Stein...."!!. 2H Md. 119. 2~ A.Zd
240 f19F;R)

ll4:-o.cu.a ...renen particularlY n"'... fi­
duciary dUly CO inactlvo pAl"tnor•• Allen y.

Stliinberlr, 214 Mrl 119. 2:lS ....:ld i:~O W1136J.
AuthnrHy 01 manaellll! pannor. ox·

§ 10-404. Contl"ibutions by gell~ral partner.

A gQnoral partnel l1lliy make cont.ributiollR to the limi~ partnership and
:shiire in the profits and !oBSes of, I1m1 in distnbutions from, the lirniteJ part­
nerohip as a ~~neral partn~1". A gGuero.l partner tilso may ms.kQ ~ontribution8

to and $lnRl"e in profits, IOll~K, and distritmt.iona "8 ~ limited purLner. A per501"\
......ho i::l both a generRI partner o.nd 4li1Uil~d partner hal\ til''' righu o.nd pow"r::l,
and is subject to thll restr1ctl<'1M Rnd liabilitie:s. or 1:1. general part.1"\QY and,
excopt as prnvidod in the pal'tllt:rshlp agreemp.nt, also h0.3 tho pow~rs, and IS
Qubject tV the restrlctlm"~,of 0. limit.ed pal·tll~r to the extp.T'lt. of his po.rticipa.
tinn in the limitod tJl:I.rtnership al\ 11 limited partner. (1961, ch. ~O], § 2.)

*10-405. Voting.
The pllrlnership agreement mSly grQftt to all or ~llrtain identitiahl"" general

partners thp right to vote (011 ti per capita or any other basis), ::It:(Jaratelv or
with All or any class of the limited partnerli. on any matt.AI'. (19B1, ch. 801,
~ 2,)

§ 1.0-501. Form of contribution.

l"onner prnvl"ion.. - Fo.. ,....... d~ided

und", formal' l'oqui....'llunt that sJ)8Cial p~rt.­

n<'r'. c:<>ntrilJutlol\ to parl.nershil' h.. \1\ "actuGI

Th.;, contributIon of a partner may h\l in cash. pro~p.rt.y, !;orviQcQ rendel'ou, or
11 promil;Qol")' note: ur other binding obligation to cOlllribute cash or rropElrty or
to perform Af.lrvicllB. (lOBI, eli. 601. ~ ~.J
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